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BANGLADESH - KEY ECONOMIC INDICATORS 


Unless otherwise noted, monetary values are shown in units of US $1 million. 
Fiscal years run July 1 - June 30. Exchanges rates: FY-86/87: $1.00 = Taka 
30.64; FY-87/88: $1.00 = Taka 31.24; and FY-88/89: $1.00 = Taka 32.15. 


FY-86/87 FY-87/88 FY-88/89 FyY-89/90 


Projected* 
Domestic Economy 
Population (millions) 104.5 107 .3 110.1 113.0 
GDP (in current market prices) 17 ,685 18,923 20,222 NA 
GNP/capita (1984/85 prices, taka) 4143 4176 4164 NA 
Consumer Price Index (% increase) 10.4 11.4 8.0 10.0 
Broad Money (% increase) 16.3 18.3 16.3 18.1 


Production & Employment 
Labor Force (est. millions) 


GDP growth rate (%) 
GDP growth by sectors (% change) 
Agriculture 
Manufacturing 
Construction/Utilities 
Services 
Food Grain Production (mil.tons) 
Food Grain Imports (mil.tons) 
Food Grain Stocks (mil.tons) 
Gov't Budget Deficit (% of GDP) 


33.3 
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Balance of Payments and Trade 
Merchandise Exports (FOB) 1,074 1,231 1,286 


Exports to U.S.** 265 331 325 
Merchandise Imports (CIF) -2,620 -2 ,986 -3,375 
Imports from U.S.** 178 216 325 
Trade Balance -1,546 -1,755 -2 ,089 
Private Transfers (net) 731 788 836 
of which Remittances 697 737 771 
Current Account Balance -966 -1,111 -1 ,402 
Foreign Aid Disbursements 1,595 1,640 1,669 
U.S. Bilateral Aid 172.2 132.4 140.5 
- Development Assistance 80.8 58 .5 68 .9 
- PL-480 Food Aid 91.4 73.9 71.6 
External Public Debt (FY-end) 1¢eas 8,772 10,217 
Debt Service Ratio (as $% 
of exports and pvt. trans.) 27.8 22.6 23.1 
Foreign Exchange Reserves (FY-end) 752 856 913 
as months of imports 34 3.4 3.2 


Principal U.S. exports (1987): Wheat, Rice, Soybean Oil, Cotton. 
Principal U.S. imports (1987): Garments, Jute, Shrimp, Froglegs. 


SOURCES: Bangladesh Bank; Bangladesh Bureau of Statistics; International 
Monetary Fund (IMF); World Bank (IBRD). * Projections based on IMF and IBRD 
figures. ** Bangladesh Bank estimates. U.S. Department of Commerce figures 
may differ. NA - Figures are not available. 





SUMMARY 


Bangladesh (formerly East Pakistan and East Bengal) is one of the poorest 
and most densely populated agrarian nations in the world. With per capita 
income less than $200, life expectancy at 55 years and literacy estimated 
at only 23.8 percent, Bangladesh ranks among the world's least developed 
countries. A rapidly growing labor force, unemployment exceeding 30 
percent, a low level of industrialization and an annual population growth 
rate of 2.4 percent are also factors inhibiting greater economic progress. 


After successive floods and other natural disasters in 1987 and 1988, 
Bangladesh stands poised to post its best real economic performance of the 
last five years in FY-89/90. Economic growth is expected to reach at least 
5.5 percent, up from 2.1 percent in FY-87/88 and 2.3 percent in FY-88/89. 
Excellent weather conditions and more intensive use of farm inputs and high 
yielding varieties contributed to a record food grains harvest of over 19 
million metric tons, up from 16.5 million metric tons last year. Overall, 
Bangladesh's agricultural sector is expected to expand by 6.8 percent in 
FY-89/90, while its manufacturing, construction and utilities, and services 
sectors will grow by 4.1, 6.7, and 4.3 percent, respectively. 


While the performance of the real economy during FY-89/90 has been 
heartening, Bangladesh's financial performance has been troubling. 
Domestic credit grew at a 25 percent annual rate during the first seven 
months of FY-89/90, up from 14 percent for FY-88/89. Inflation is 
projected to reach 10 percent in FY-89/90, up from 8 percent in FY-88/89. 
Imports are projected to increase by 8.2 percent to $3.65 billion. Despite 
strong export performance, increased imports and lower commodity and food 
aid levels have contributed to a sharp fall in Bangladesh's foreign 
exchange reserves. The nation's international reserves fell from $913 
million at the end of FY-88/89 to $450 million at the end of March 1990 
(equivalent to six weeks of imports). 


Public and private investment as percentages of GDP continued their 
downward slide in FY-89/90. Further trade liberalization took a back seat 
as the government enacted measures to stem the decline in foreign exchange 
reserves. The government continued to promote private industrial 
performance and to encourage export-oriented industries. The Bangladesh 
Government plans to issue very soon a new Industrial Policy, which is 
expected to further liberalize and ease government regulation. 


Donor-financed development projects offer opportunities for U.S. sales in 
Bangladesh. Some largely commercially financed areas, such as 
telecommunications, information technology, oil and gas, and aircraft, also 
appear bright. So far during FY-89/90, U.S. companies have won sales 
contracts in the telecommunications and engineering and construction 
fields. Despite a record FY-89/90 harvest, Bangladesh will provide a 
market for U.S. food grains for the immediate future. 
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Ae CURRENT ECONOMIC SITUATION AND TRENDS 


Background: Prior to its partition from India in 1947 and formation of 
Pakistan, the economy of East Bengal (modern day Bangladesh) was linked to 
Calcutta where most of the region's industrial and port facilities were 
located. During the Pakistan period, development lagged behind that of 
West Pakistan, and the economy was dominated by the ethnically different 
West Pakistanis. Much of the pre-partition Hindu entrepreneurial elite 
departed East Pakistan after 1947. Following a bloody war of liberation 
which took a heavy toll on the country's economy and physical 
infrastructure, Bangladesh achieved independence in December 1971. Since 
that time, it has remained heavily dependent on foreign aid, which today 

inances about one-half of total government expenditures and the entire 
Annual Development Program budget. 


Multilateral development banks, principally the World Bank and Asian 
Development Bank (ADB), are the largest donors in Bangladesh. Major 
bilateral donors are Japan, the United States, Canada, the Federal Republic 
of Germany and the United Kingdom. In FY-89/90, the United States will 
disburse about $155.0 million in development assistance and food aid to 
Bangladesh. Aid disbursements from all sources in FY-89/90 are projected 
to reach $1.6 billion, down slightly from FY-88/89, due to problems with 
absorptive capacity and local currency shortages. New commitments for 
FY-90/91 pledged at the April 19-20, 1990, Paris Consultative Group Meeting 
came in at $1.8 billion (below the $2.2 billion pledged in 1989, but 
further commitments are expected during the year). In addition to new 
annual commitments, Bangladesh has a large existing pipeline of over $5 
billion in committed aid. 


Faced with mounting macroeconomic imbalances in the early 1980s, the 
government adopted a two-year stabilization program in FY-85/86, supported 
by a $195 million Stand-by Arrangement from the International Monetary Fund 
(IMF). A three-year Structural Adjustment Facility (SAF) followed in 
FY-86/87. The adjustment strategy, which is also supported by various 
sector adjustment and investment credits from the World Bank's 
International Development Agency (IDA), has focused on industrial and trade 
liberalization, domestic resource mobilization, and financial sector 
reform. The SAF agreement expired in early 1990; negotiations for a 
three-year $270 million Enhanced Structural Adjustment Facility (ESAF) have 


just been completed. The ESAF probably will be presented to the IMF board 
this month. 


Economic Growth - Agriculture: Agriculture dominates the Bangladesh 
economy, employing roughly 60 percent of the country's work force and 
contributing about 43 percent (in FY-88/89) of GDP. After successive 
floods in 1987 and 1988, Bangladesh enjoyed excellent weather conditions 
during FY-89/90. Total food grain production for the fiscal year is 
projected at over 19 million metric tons, an increase of 15 percent over 
the previous record. In addition to favorable weather conditions, a number 
of other factors contributed to the record food grains harvest. At donor 
urging, the Bangladesh Government recently permitted the duty-free import 
of small tubewell pump engines, with a subsequent increase in irrigated 
acreage. In addition, at the urging of the U.S. Agency for International 
Development (USAID) and other donors, the Bangladesh Government opened 
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wholesale fertilizer distribution to the private sector in FY-88/89, 
resulting in more intensive use of fertilizer (at lower prices). Overall 


agricultural production for FY-89/90 is projected to increase by 6.8 
percent. 


Food grain autarky has long been a goal of the government. Some officials 
say that FY-89/90's record harvest is proof of imminent self-sufficiency. 
While institutional and regulatory changes (including private sector 
fertilizer distribution and lower tubewell pump tariffs) contributed to 
FY-89/90's harvest, exceptionally favorable weather conditions played a 
major role. FY-90/91 is unlikely to see an increase in food grains 
production of the magnitude which occurred in FY-89/90. Bangladesh remains 
vulnerable to frequent droughts and floods, has limited arable land 
resources, and lacks proper drainage and flood control infrastructure, 


The exceptional FY-89/90 food grains harvest imposed additional financial 
burdens on the Bangladesh Government, which purchased over 800,000 metric 
tons of food grains at considerable expense to support domestic rice and 
wheat prices. The government's food for work and vulnerable group 
development programs usually distribute wheat, but in late FyY-89/90, the 
government decided to distribute surplus rice in some of these programs. 
The government arranged for imports of 2.1 million tons of food grain in 
FY-88/89 and will import a projected 1.9 million tons in FY-89/90. 


Manufacturing: In FY-88/89, output in the manufacturing sector, which 
accounts for a little over 10 percent of GDP and employs a little less than 


10 percent of the labor force, grew by about 2.7 percent, according to the 
World Bank. Basic metals and chemicals production led the way, increasing 


5.7 and 2.3 percent, respectively. Cotton textile production fell about 
9.1 percent. 


Improvements in the investment climate following introduction of the New 
Industrial Policy of 1982 initially led to greater private sector 
investment in manufacturing, particularly in textiles, ready-made garments 
and food processing. However, in recent years private investment as a 
ratio of GDP has stagnated or declined. During the last three years, 
private investment as a percentage of GDP has leveled off at about 6 
percent. Weak effective demand for industrial goods, falling jute prices, 


credit stringencies, and recurrent political uncertainties have contributed 
to the trend. 


In an effort to spur both domestic and foreign private investment, the 
Bangladesh Government created a new Board of Investment (BOI) on January 1, 
1989. Modeled along the lines of Thailand's Board of Investment, in theory 
the BOI provides all approvals required to set up a functioning enterprise 
in Bangladesh. BOI officials claim that all pre-investment formalities can 
be completed within two months; some observers say that at least four 
months are required, especially for other than investment approvals. 
Nevertheless, the BOI appears greatly to have simplified the investment 
approval process. The Bangladesh Government is expected to issue a new 
Industrial Policy in June 1990. 
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In the area of public enterprise reform, over 650 industrial units have 
been privatized since the mid-1970s, leaving 160 firms, valued at 40 
percent of industrial fixed assets, in public sector hands (compared with 
almost 90 percent in the early post-independence period). Despite reforms, 
however, the financial performance of public sector enterprises, in 
general, has remained unsatisfactory. The government has continued the 
trend toward privatization in recent years, e.g., enacting legislation to 
reduce active government participation in the energy and communications 
sectors by transforming the Bangladesh Oil, Gas and Minerals Corporation 
and the Bangladesh Telegraph and Telephone Board into holding companies. 


Industrial growth for FY-89/90 is projected at 4.1 percent. Weak domestic 
demand, which continued in the aftermath of severe floods in 1987 and 1988, 
accounted for poor performance in early FY-89/90. However, industrial 
production appeared to pick up during the latter part of the fiscal year. 


Fiscal and Monetary Environment: Bangladesh's financial system expanded 
rapidly in the early 1980s, playing an important supporting role in the 
country's economic growth. By the end of FY-85/86, however, this expansion 
was accompanied by a range of problems manifested in the low quality of 
loans and poor credit recovery rates which, by the end of FY-85/86, 
threatened the viability of the public sector banking system. In late 
1986, in an effort to restore credit discipline, the government undertook a 
loan recovery program pursuant to the Structural Adjustment Facility and 
credit repayments significantly improved. 


In an effort to build on the successes of the credit recovery program, the 
World Bank and USAID have designed a Financial Sector Credit Program. The 
Bangladesh Government began to reform its financial sector in early 1990 
with the institution of a new loan classification system and by permitting 
individual banks to set interest rates within a prescribed band. The 
Financial Sector Credit was approved by the World Bank Board on June 5, 
1990 and was signed with the government on June 7. 


The government budget deficit as a percentage of GDP fell from 7.8 percent 
in FY-87/88 to 7.4 percent in FY-88/89. Government financial problems 
stymied efforts to further reduce the fiscal deficit in FY-89/90. The 
Bangladesh Government borrowed 11 billion taka (about $314 million) from 
the banking sector in new credits during the first eight months of 
FY-89/90. Under IMF and World Bank pressure, the government was able to 
reduce the level of borrowing to about 7 billion taka (about $200 million) 
several months later. An important share of the borrowed funds was used to 
procure locally grown rice in support of agricultural prices. Bangladesh 
is likely to cut its Annual Development Plan spending significantly during 
FY-39/90 for the third straight year due to budgetary constraints. The 


World Bank projects that the FY-89/90 fiscal deficit will remain at 7.4 
percent of GDP. 


The Bangladesh Government relaxed monetary discipline in FY-89/90, allowing 
domestic credit to grow by almost 25 percent during the first nine months. 
Broad money growth for the fiscal year is projected to increase to 18.1 
percent, up from 16.3 percent in FY-88/89. 
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The average annual rate of inflation fell to 8.0 percent in FY-88/89. 
Miscellaneous costs and housing costs, which rose by 14.0 and 11.7 percent 
respectively, led the index. Food prices increased by 5.7 percent, well 
below the general index. Projections put the rate of inflation for 
FY-89/90 at about 10 percent, a result of the government's liberal credit 
policies and increased purchasing power in the countryside. 


The government permits a legal Secondary Exchange Market (SEM), in addition 
to the official exchange market, to operate in the country and has funneled 
a large and growing share of imports through the SEM. During FY-88/89 
about 70 percent of all non-aid imports were financed through the SEM, up 
from 46 percent in FY-85/86. Over the past five years, the Bangladesh 
Government has made significant progress in unifying the real exchange rate 
system. As part of its Structural Adjustment Facility with the IMF, the 
Bangladesh Government has reduced the gap between the official and SEM 
rates to about 2 percent from 9 percent in FY-85/86. 


Trade: Imports: Bangladesh's import bill grew by $366 million (about 14 
percent) to $3.37 billion in FY-88/89, primarily reflecting increased 
capital machinery, fertilizer and commercial imports. Bangladesh has been 
working in conjunction with the World Bank and the IMF since 1985 to reduce 
quantitative restrictions on trade and to rationalize and reduce tariff 
levels. Bangladesh reduced the number of items banned for import from 311 
in 1985 to 178 in 1989. The number of items on the restricted list 
remained constant during the same period. The Bangladesh Government raised 
the prior deposit required to open import letters of credit and increased 
tariffs and sales taxes on about 20 items in early 1990 in an effort to 
stem declining foreign exchange reserves levels. Government officials say 
that the measures are only temporary and do not represent a lessening of 
Bangladesh's commitment to trade liberalization. 


For FY-89/90, imports are projected to increase by 8.2 percent to nearly 
$3.65 billion. Increased food grain (to replenish drawn-down government 
stocks in the aftermath of 1987 and 1988 flooding), petroleum, fertilizer, 


and commercial purchases are expected to contribute to the higher import 
levels. 


Trade: Exports: In FY-88/89, export earnings increased by $55 million (or 
4 percent in current dollars) reflecting both a slowdown in volume growth 
and a decline in export prices. Most Bangladeshi items -- both 
traditional and nontraditional -- experienced competitive pressures and 
softer international prices. The entire increase in export earnings during 
FY-88/89 stemmed from ready-made garments (an additional $37 million) and 
urea fertilizer (an additional $29 million). 


The government has taken a number of steps to encourage export growth with 
reforms aimed at ensuring duty-free status for imported inputs, providing a 
more favorable exchange rate and easier access to export financing, and 
developing backward linkages. In addition, the export performance benefit 
entitlement, a government scheme which allows exporters to sell foreign 
exchange earnings in the secondary market, has now been extended to all 
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export products except raw jute and unprocessed leather. The export 
promotion bonus, however, is paid on a percentage of the gap between the 
exchange rate prevailing in the Secondary Exchange Market and the official 
rate. As the gap between the official and secondary exchange rates has 
narrowed, the bonus has been reduced. As recently as April 1990, 
Bangladeshi business leaders complained that the low export performance 
bonus is inhibiting export growth. 


During FY-88/89 Bangladesh continued to reduce its dependence on the U.S. 
market for ready-made garment exports. In FY-86/87, the United States 
absorbed almost 80 percent of total Bangladesh ready-made garment exports. 
In 1987/88, the United States accounted for 63.1 percent of Bangladesh 
garment exports and in FY-88/89 only 55.8 percent. Bangladesh has 
successfully opened new markets in Europe, particularly in West Germany 
(9.12 percent of total Bangladesh ready-made garment exports in FY-88/89), 
the United Kingdom (6.33 percent), Italy (6.1 percent), and France (5.8 
percent). Seven of Bangladesh's top ten markets for garments are European 
countries. Local garment industries, still heavily dependent on raw 
material imports, are being encouraged to increase value-added in 
Bangladesh by using locally made inputs such as packaging, cloth, buttons, 
etc. The Bangladesh Government currently sets aside 10 percent of its U.S. 
quota for garment exports to firms using Bangladesh-produced cloth. 
However, according to industry sources, only about one-half or less of the 
10 percent set-aside is filled by Bangladesh-produced fabric. 


Total exports for FY-89/90 are now projected at just about $1.48 billion, 
or about 14.6 percent above FY-88/89 levels. Earnings from raw jute 
exports are projected to increase by 27.8 percent, from leather exports by 
19 percent, and from ready-made garments by 16.8 percent. According to 
World Bank statistics, most of the increase in export earnings for FY-89/90 
is attributable to higher world prices for Bangladeshi exports. Export 
volume is projected to increase only by 1.6 percent for the fiscal year, 
while prices are estimated to be almost 13 percent higher. 


External Accounts: Bangladesh's overall balance of payments improved in 
FY-88/89, recording a surplus of $57 million. This was primarily 
attributable to increased remittances and the continued inflow of foreign 
balance-of-payments support. As a result, gross reserves at year-end were 
a record level of $913 million, equivalent to 3.2 months of merchandise 
imports. The external current account deficit widened slightly to 5.9 
percent of GDP. At FY-88/89 end, Bangladesh's total external debt stood at 
$10.2 billion, equivalent to 46.3 percent of GDP. The debt service ratio 
increased slightly to 23.1 percent of merchandise exports and private 
transfers. 


After a satisfactory FY 88/89, Bangladesh's external accounts position 
deteriorated sharply in FY-89/90. Increasing demand pressures associated 
with the recovery of the economy, an expansionary fiscal policy, lower 
remittances, and lower aid inflows contributed to a swift deterioration in 
the external payments situation. Despite new aid inflows, Bangladesh's 
foreign exchange reserves are projected to fall to $510 million by the end 
of June 1990, equivalent to six to seven weeks of imports. In order to 
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stem the decline in reserves, the Bangladesh Government slipped the Taka by 
8 percent against the dollar in a series of three devaluations during early 
1990. In addition, the government has increased the prior deposit required 
to open letters of credit and has raised tariffs on about 20 items. The 
recently concluded Extended Structural Adjustment Facility agreement with 
the IMF and several credits from the World Bank will ease the situation in 
the short term. Nonetheless, Bangladesh's balance-of-payments situation is 
likely to remain tight for some time. 


Remittances of earnings from Bangladeshi workers abroad, which constitute 
an important source of national income and savings, rose in FY-88/89 by $34 
million or 4.6 percent to a level of $771 million, an all-time high. 
However, remittances will decline in FY-89/90 for the first time in recent 
memory. Based on figures for the first seven months of the fiscal year, 
remittances are down 3.9 percent from one year earlier. If the trend 


continues, remittances will come in at about $741 million for the fiscal 
year. 


The narrowing of the gap between the official exchange rate and the Wage 
Earner's Scheme exchange rate may have encouraged Bangladeshis overseas to 
remit their earnings through other channels. Fears of a taka devaluation 
may also have contributed to the slowdown. The decline does not appear to 
be related to the number of Bangladeshis working overseas. The number of 
newly recruited overseas workers jumped by 50 percent in 1989. With the 
contraction of oil revenues in the Middle East, lower paid Bangladeshi 
workers increasingly appear to be taking the place of other, more expensive 
contract workers from elsewhere in Asia. 


IMPLICATIONS FOR THE UNITED STATES 


United States-Bangladesh Trade: According to the Bangladesh Bank figures, 
the United States imported goods valued at $325 million from Bangladesh in 
FY 88/89, about 2 percent less than in FY-87/88. U.S. exports to 
Bangladesh during FY-88/89 were about $325 million, about 50 percent higher 
than one year earlier. Bangladesh had enjoyed a trade surplus with the 
United States since 1986, due primarily to continuing growth in the 
ready-made garment sector. While garment exports to the United States have 
continued to grow, Bangladesh has also moved into other markets. 

Bangladesh successfully reduced the share of its ready-made garment exports 
destined for the U.S. market from 80 percent in FY-86/87 to 56 percent in 
FY-88/89, partly in response to U.S. Government encouragement. 


Principal U.S. exports to Bangladesh range from aid-financed commodities, 
such as food grains, soybean oil, cotton, and some electrical equipment to 
commercial sales of aircraft and oil and gas equipment. The United States 
continues to be an important supplier of food grains. Bangladesh may 
purchase 100,000 tons of GSM-103 financed wheat in early FY-90/91. In 
January 1989, McDonnell-Douglas sold Bangladesh national airline Biman a 
DC-10-30. Bangladesh's principal exports to the United States include 
garments (by far the most important), jute products, and frozen seafood. 
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Several years ago, the U.S. Export-Import Bank (Eximbank) opened a program 
in Bangladesh in support of several major U.S. sales. These included an 
onshore oil drilling rig. Eximbank's support was crucial in arranging the 
sale of the McDonnell Douglas DC-10-30 to Biman. 


Investment: The government's commitment to attract foreign investment was 
underscored by the formation of a new Board of Investment (BOI) designed to 
speed the investment approval process in January 1989. Modeled along the 
lines of Thailand's Board of Investment, the BOI provides one-stop 
approvals for investors seeking to open new businesses in Bangladesh. 

After one year in operation, the BOI appears to have greatly simplified the 
investment approval process. The government plans to further liberalize 
the investment climate with the release of its new Industrial Policy in 
July 1990. The new policy will likely increase inducements to foreign 
investors contemplating investing in Bangladesh, although only marginally. 
Legal protection for foreign investors is provided by the Foreign Private 
Investment (Promotion and Protection) Act of 1980, which guarantees against 
expropriation or nationalization. The United States and Bangladesh signed 
a bilateral investment treaty in 1986, which entered into force on July 23, 
1989. While 100 percent foreign-owned investment is permitted in 
principle, joint venture arrangements generally are preferred. 


The total value of U.S. investment in Bangladesh is estimated at 

about $40-S50 million. This is concentrated in the physical assets of a 

life insurance company, one vegetable oil processing and storage plant in 
Chittagong, the manufacturing operations of two pharmaceutical firms and 


one sewing machine company, as well as in the financial assets of one 
bank. American Express maintains commercial banking operations in Dhaka 
and Chittagong while Citicorp opened a representative office in Dhaka in 
early 1987. 


Bangladesh has one Export Processing Zone (EPZ), which was established in 
1983 and is located in the port city of Chittagong. The government now has 
plans to expand its Chittagong EPZ and to set up an additional EPZ in Savar 
(close ‘o Dhaka). One-hundred percent foreign-owned investments, joint 
ventures and 100 percent Bangladeshi-owned companies are all permitted to 
Operate in the EPZ and enjoy equal treatment with regard to benefits. 

There are presently 69 firms sanctioned to operate in the Chittagong EPZ. 
Only 26 firms are actually operating. Nine firms with U.S. interest, 
including one garment factory, four specialized textile manufacturers, one 
Sugar refinery, one footwear manufacturer, and one glove manufacturer have 
been sanctioned to set up operations in the EPZ. Of these only four firms 
are currently operational. 


In June 1989, the Bangladesh Government reduced the number of 
pharmaceuticals permitted for manufacture and sale in Bangladesh to 302 
chemical combinations. While the measure did not specifically discriminate 
against foreign pharmaceutical firms, many multinationals were severely 
affected, as were some local firms. A court case has been lodged against 
the June 1989 measure. U.S. pharmaceutical firms are particularly 
concerned about the erosion of their operating profits as a result of 
strict price controls and restrictions on the kinds of drugs they will be 





permitted to manufacture. One U.S. firm recently decided to pull out of 
Bangladesh. (In restricting the number of chemical compounds, the 
Bangladesh Government argues that it is following a World Health 
Organization finding that only 250 pharmaceutical products are needed to 
adequately meet the medical needs of most developing nations.) 


The U.S. Overseas Private Investment Corporation (OPIC) provides insurance 
to a number of U.S. firms operating in Bangladesh and has recently expanded 
its efforts to generate support for additional U.S. investment here, 


Opportunities for U.S. Firms: Opportunities for U.S. commercial sales are 
closely linked to donor-financing with the best prospects for major sales 
arising from World Bank and Asian Development Bank-financed projects. 
Virtually all bilateral donors tie significant portions of their project 
and commodity aid to home country or less-developed-country sources. 
However, solid commercial opportunities do exist in Bangladesh for U.S. 
businesses willing to take the time and energy to pursue them. During 
1989, U.S. firms won contracts for sales of agricultural commodities, oil 
equipment provision, telecommunications equipment provision, and road 
rehabilitation supervisory services, among other areas. U.S. consultants 
are providing advice on rural finance, agricultural inputs, water resource 
planning, rural electrification, inland water transport, and fertilizer 
distribution projects. 


Business opportunities for U.S. firms exist in the telecommunications, 
agricultural commodity, air transportation, and energy sectors. U.S. 
electrical equipment manufacturers have won contracts to supply equipment 


to Bangladesh's Rural Electrification Program, a project designed and 
funded in part by the U.S. Agency for International Development. The 
Bangladesh Power Development Board plans to double its generation capacity 
by 1995, providing a large potential market. U.S. firms have successfully 
marketed multi-million dollar oil rigs to the Bangladesh Oil, Gas and 
Minerals Corporation, as well as smaller ticket oil field equipment. 
Scimitar Exploration Ltd., a Canadian firm exploring for oil in Bangladesh, 
discovered a large gas field during 1989. The find may open opportunities 
for U.S. petrochemical and gas transmission companies. Bangladesh is 
actively encouraging international oil companies to sign exploration and 
co-production agreements. 


Telecommunications and information technology are areas of promise for U.S. 
firms, Bangladesh Telephone and Telegraph (BT&T) plans to expand service 
dramatically within the next decade. If untied aid financing or 
commercial/supplier credit can be found, BT&T's planned expansion should 
offer opportunities for U.S. telecommunications firms. Bangladesh hopes to 
follow in India's footsteps as a major international software producer, 
potentially creating a market for U.S. computer technology. The United 
States continues to supply a large part of Bangladesh's food grains needs, 
either though the P.L. 480 program or through commercial sales. The 
Department of Agriculture has made the Export Enhancement Program available 
for Bangladesh. Finally, occasional opportunities exist for U.S. suppliers 
in the air transportation sector. Biman Airlines, Bangladesh's national 
carrier, may purchase or lease aircraft to replace three Boeing 707s sold 
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in early 1989. Other opportunities, particularly in airport and aircraft 
control systems and airport support equipment, are likely to present 
themselves in this sector on an intermittent basis. The U.S. Trade and 
Development Program may finance an assessment of Bangladesh's civil 
aviation needs. 
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